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These policy changes will provide greater flexibility within the
exi sting APD process, while Federal and State representatives
investigate nore far reaching alternatives for changi ng or
replacing the APD process. The policies detailed in this docunent

w || enhance State systens devel opment and el im nate excessive
paper wor k.
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PURPCSE: This Action Transmttal (AT) inplenents short term
changes in policy, which can be nade w thin
current law and regul ations, to the Advance
Pl anni ng Docunent (APD) requirenents of the
Departnent of Health and Human Services (HHS), in
particular the Admnistration for Children and
Famlies (ACF) and the Health Care Fi nancing
Admni stration (HCFA), and the Departnent of
Agriculture, Food and Nutrition Service (FNS).
These policy changes will provide greater
flexibility within the existing APD process, while
Federal and State representatives investigate nore
far reaching alternatives for changing or
replacing the APD process. The policies detailed
in this docunent will enhance State systens
devel opnment and el i m nate excessive paper work.

BACKGROUND: Fundi ng for State autonatic data processing (ADP)
systens whi ch support Federally funded public
assi stance, child welfare, and child support
enf orcenent prograns, are subject to the
provi sions of 45 CFR Part 95, Subpart F and 7 CFR
Part 277. These are generally known as the
advance pl anni ng docunent (APD) requirenents or
process. The APD process: ensures that Federa
funds for capital investnents in autonati on and
technol ogy projects are spent appropriately and
wi sely; and provides a source of information about
State systens projects which is shared with other
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St at es.

As part of the Federal government's initiative to
rei nvent processes and inprove service to the
States, Federal and State representatives worked
toget her, through an Information Technol ogy Wrk
Goup, to identify action itens which woul d nake
the existing APD process nore flexible and
effective.

HHS and FNS anticipate that the policies
instituted in this AT will result in: a reduction
in State systens project delays; States devel opi ng
personal conputer (PC) based (client server)
systens; States purchasing rather than |easing
PCs; an increased enphasis on new i deas and new

t echnol ogy; reduced paperwork and recor dkeepi ng;
and associ ated cost savi ngs.

In addition to the actions being taken within this
AT, HHS and FNS intend to revise their APD

regul ations to provide additional relief and
flexibility to States.

For the longer term the two Departnments will be
investigating ways to further nodify, or repl ace
the existing APD process. Areas to be further
investigated and initiatives to be undertaken wth
State representatives include: 1) alternative
funding of State systens; 2) perfornmance and
accountability standards; 3) application software
ownership rights; 4) APD review and operating
standards; 5) Regional O fice consistency; 6)
techni cal assi stance and nodel systens; 7)
cooperative purchasing; 8) allocation of conmmon
costs; and 9) the role of State Chief Infornmation
Technol ogy of ficials.

The following new policies are effective with the
date of this Action Transmttal

DEPRECI ATI NG EQUI PMENT COST

Qurrent Policy:

Presently, State's may expense (cl ai m Federal
matching for the full cost in the cal endar quarter
in which the expense is incurred) the total cost
of automatic data processing (APD) equi prent



acqui red under a single acquisition totalling
$25,000 or |ess without Federal approval. Al

ot her equi pnent acqui sitions nust be depreci ated
regardl ess of unit cost. The Departnents nay

wai ve the depreciation requirenent for an ADP
equi pnent acquisition of nore than $25,000 in
total cost, when a State shows it is in the best
interest of both the Federal and State

gover nient s.

New Pol i cy:

I ndi vi dual itens of ADP equi pnent with a useful
life of nore than one year and costing $5, 000 or

| ess need not be depreciated but may be clained in
t he cal endar quarter in which they are purchased.
The uncl ai ned part of ADP equi pment costing $5, 000
or less, which is currently on a depreciation
schedul e, may be clained in any cal endar quarter
after the effective date of this AT.

The equi pnent nust be used by the program for
which it was acquired for the useful life of the
equi prrent, whi ch we woul d expect to be a period of
no | ess than three years.

States will depreciate or charge use all owance for
ADP equi pnent acquired at a unit cost of greater

t han $5, 000, in accordance with statew de
accounting practi ce.

PRI OR FEDERAL APPROVAL

Qurrent Policy:

Regul ar match funded RFPs and contracts of |ess

t han $100, 000 sol e source are exenpt from Federa
prior approval. The threshold Iimt under which
conpetitive RFPs and contracts, funded at the
regular match rate, are exenpt fromprior approva
is $300,000 for HHS and $500, 000 for FNS. RFPs
and contracts above these threshol ds may be
specifically exenpted by the Federal agency at the
time of APD approval, if they are adequately
described by State agencies w thin an APD

New Pol i cy:

The Federal agencies w |l exenpt from Federal
review and approval reqular mnmatch RFPs and
contracts wth a total Federal and State cost
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under $1, 000, 000 for sol e source acquisitions and
under $5, 000, 000 for conpetitive procurenents.
States nust describe the scope and strategy for

t hese procurenents in the pertinent APD. The
information required includes: justification for
sol e source acqui sitions; procurenment strategy,
e.g. conpetitive sealed bid, statew de bl anket
contract, conpetitive negotiations, etc.
selection criteria; and any information unique to
the acquisition.

For the purposes of this Action Transmttal, HCFA
w Il consider the title XI X 75-percent natching
rate for Medicaid Managenent |Information Systens
(MMS) operational costs to be regular match

This policy does not affect 90-percent MM S

fundi ng, which HCFA continues to define as
enhanced mat ch.

The agencies will retain the right to review and
approve RFPs and contracts under these threshol ds
on an exception basis, for exanpl e where new
programrequirenents or technology is involved, as
in electronic benefit transfer.

SYSTEMS TRANSFER

Qurrent Policy:

Federal regulations stipulate that systens
transfer is an option for consideration in the
alternatives analysis for a systens devel opnent.
In practice, the Admnistration for Children and
Famlies has required States to transfer existing
syst ens.

New Pol i cy:

Systens transfer nust be considered as an option
in the alternatives analysis of a systens

devel opnent. Systens transfer is not a required
sol uti on.

HHS -- ACF Regional Admnistrators
USDA -- FNS Regional Admnistrators
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